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Dear Supervisors:
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Recommendation to approve premium rates and benefit changes for the 2010 calendar
year for the medical, dental, life and disability benefit plans applicable to represented

and non-represented employees.

County.

IT IS RECOMMENDED THAT YOUR BOARD:

These changes pose no additional cost to the

1. Approve proposed premium rates and benefit coverage changes for County-

sponsored plans as follows:

(a) medical and dental rates for represented

employees for the period January 1, 2010 through December 31, 2010, as
recommended in this letter and shown in Exhibit I, (b) medical and dental rates
for non-represented employees for the period January 1, 2010 through
December 31, 2010, as recommended in this letter and shown in Exhibit II; (c)
optional group term life, dependent life insurance, and accidental death- and
dismemberment (AD&D) rates for represented employees for the period
January 1, 2010 through December 31, 2010, as shown in Exhibit Ill; (d)
accidental death and dismemberment (AD&D) rates for non-represented
employees for the period January 1, 2010 through December 31, 2010, as shown
in Exhibit lll; and (e) rates for Short-Term Disability (STD), Long-Term Disability
(LTD), and LTD Health Insurance plans, as shown in Exhibit IV.

“To Enrich Lives Through Effective And Caring Service”
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2. Instruct the County Counsel to review and approve as to form the appropriate
agreements and/or amendments with Anthem Blue Cross and Anthem Blue
Cross Life and Health Insurance Company (Blue Cross), Connecticut General-
Life Insurance Company and CIGNA Healthcare of California, Inc. (CIGNA),
Kaiser Foundation Health Plan, Inc. (Kaiser), Kaiser Foundation Health Plan of
the Mid-Atlantic States, Inc. (Kaiser Mid-Atlantic), PacifiCare of California and
PacifiCare Life & Health (PacifiCare), Life Insurance of North America (LINA),
SafeGuard Health Plans, Inc. (SafeGuard), and Delta Dental Plan (Delta Dental),
or their successors or affiliates, for the period January 1, 2010 through
December 31, 2010, and instruct the Chair to sign such agreements.

3. Approve proposed premium rates and benefit coverage changes for the health
plans sponsored by the Association for Los Angeles Deputy Sheriffs, Inc.
(ALADS), and the California Association of Professional Employees (CAPE) for
the period January 1, 2010 through December 31, 2010, as shown in-Exhibit V.

4. Approve proposed premium rates and benefit coverage changes for the health
plan sponsored by the Los Angeles County Fire Fighters Local 1014 (Local
1014), exclusive of the additional dental benefits proposed by Local 1014, for the
period January 1, 2010 through December 31, 2010, as shown in Exhibit V.

5. Instruct the Auditor-Controller to make all payroll system changes necessary to
implement the changes recommended herein to ensure that all changes in
premium rates are first reflected on pay warrants issued on January 15, 2010.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Purpose

The County maintains employee health, dental, group life, and other insurance
programs to provide benefits that promote the effectiveness, health, and welfare of its
workforce. The current premium rates and/or agreements for all County and union-
sponsored medical, dental, and life insurance plans will end on December 31, 2009.
The purpose of the recommendations contained in this letter is to implement negotiated
agreements with carriers to continue existing benefits and to adopt changes, as
recommended, for the 2010 calendar year.
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Justification

Overall Premium Negotiation Process and Results

County-Sponsored Plans in General. The recommendations in Exhibits I, I, Ill, and IV
regarding the County-sponsored plans are the result of negotiations between the health,
~dental, and life insurance carriers and the County negotiating team consisting of
representatives of the Chief Executive Office (CEO), Department of Human Resources
(DHR), and the County’s group insurance consultant, Mercer Human Resource
Consulting (Mercer). For County-sponsored plans whose benefits are governed by
Fringe Benefits Memoranda of Understanding (MOU) with SEIU Local 721 (Local 721)
and the Coalition of County Unions (CCU), the unions’ benefit consultants also provided
input into the insurance carrier negotiation process.

Mercer’s opinion is that the County-sponsored plans carriers’ final negotiated rates are
justified. Mercer's opinion and the supporting due diligence are documented in
Attachments A and B. '

In general, County medical and dental plans are rated by carriers based on the cost of
claims, claims trend and administration costs, taking into account the health risk of, and
the utilization of health care by County employees and their covered dependents. In
2009, there continues to be an ongoing pattern of increases in hospital and
pharmaceutical costs driving medical insurance costs upwards at a rate estimated by
Mercer at 11.2% in Southern California.

The County-sponsored medical plan rates recommended in this letter, averaging 11.1%
for represented employees and 9.6% for non-represented employees, are slightly less
than the Southern California average. Underlying dental trend is more moderate. Life
insurance and AD&D rates are guaranteed through 2010; however, because the
County’s experience over the last year has been favorable, the 2010 premiums for
optional term life insurance and dependent life insurance for represented employees will
be reduced 2.7% and the 2010 premiums for AD&D for represented and non-
represented employees will be reduced 4.8%.

County Approved Union-Sponsored Plans in General. The premium and benefit
recommendations in Exhibit V regarding County approved union-sponsored health
plans were negotiated by the sponsoring unions and evaluated by the CEO and DHR
pursuant to the relevant provisions of the CCU Fringe MOU and County Code. The joint
CEO and DHR recommendations are provided later in this report. .

Renewal Policy and Process. In accordance with County policy, the County negotiating
team requires all carriers to justify rates and support proposed contract terms for the
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upcoming plan year. The rate renewal process for 2010 (documented in Attachments A
and B) is designed to encourage full involvement and transparency among all County,
Union and carrier stakeholders. The process involves production of data by carriers as
needed, identification, in-depth analysis, and evaluation of all material underwriting
issues in carrier proposals, and documentation of due diligence and financial results.
All parties fully complied with the process.

Overall Results. Attachment C is a high level summary of carrier negotiation results that
compares the estimated actual total premiums from initial carrier premium quotes for
2010 with the final result after performance guarantee review, challenges to carrier
underwriting, benefit changes, and negotiation. Summary reasons for the negotiated
reductions are given.

Total 2010 premiums to be paid to health, dental, group life, and other insurance plan
carriers are estimated to be $994 million, which represents $838 million for County-
sponsored plans and $156 million for Unlon -sponsored plans. This is an increase of
$112 million or 13% over 2009.

Total savings from initial 2010 carrier proposals is $8.5 million. Of that, $8.2 million are
negotiated savings from 2010 carrier proposals, and $337,000 is from performance
guarantee refunds and rate credits.

Attachment C also shows the percentage increase for each carrier by cafeteria plan as
well as the total increase for County-sponsored health, dental, group life and other
insurance programs. The increase in medical plan premiums estimated to be paid to
health carriers during 2010 will range from 7.1% to 22.2% for an average of 10.8%,
which is lower than the expected average projected Southern California increase of
11.2%. The overall increase for dental plans will be 4.5%. Optional and dependent life
insurance for represented employees for 2010 will decrease by 2.7% and AD&D rates
for represented and non-represented employees for 2010 will decrease by 4.8%.

2010 Premium Rates Recommended 'for Adoption:

Recommended Rates. County and union-sponsored health, dental, group life and other
insurance rates recommended for adoption are shown in Exhibits | through V. Unless
otherwise noted in this letter, the rates support existing benefits enabled by the
applicable MOU or County Code provision. The rates shown in these Exhibits are the
monthly prices that employees will pay from County cafeteria plan contributions after
County subsidies are subtracted from negotiated premium rates paid to carriers. For
this reason, percentage increases in premium rates to be charged to employees as
shown in the Exhibits, in many cases may differ from the negotiated increases in
premium to be paid to carriers as reported in the body of this letter and in Attachment C. -




Honorable Board of Supervisors
September 15, 2009
Page 5

Union Concurrence. Local 721 and management representatives voted in the Labor-
Management Benefit Administration Committee (BAC) to recommend the premium rates
and benefit coverage changes for the County-sponsored plans applicable to employees
represented by Local 721. The CCU and management representatives in the Labor-
Management Employee Benefits Administration Committee (EBAC) voted to
recommend the premium rates for employees represented by the CCU.

Implementation of Strateqgic Plan Goals

The recommended actions are consistent with the principles of the Countywide
Strategic Plan by promoting the well-being of County employees and their families by
offering comprehensive employee benefits.

FISCAL IMPACT/FINANCING

None. These recommendations will result in no additional County cost. Group
insurance benefits for the represented and non-represented employee groups are
provided through the County-sponsored cafeteria benefit plans applicable to each
group. The County contributions and subsidies to these plans fund the cost of medical,
dental and other group insurance coverage. In any case where the cost of this
coverage exceeds the County contributions and subsidies, the balance is paid by
employees through payroll deductions.

For represented employees, the County contributions and subsidies to the cafeteria
plans are determined through the collective bargaining process. The negotiated
amounts currently in effect are set out in the 2006-09 fringe benefit agreements with
Local 721 and the CCU, which expire on September 30, 2009. Until such time as the
current contributions and subsidies are changed by successor agreements, there will be
no change in the County costs related to the cafeteria plans or group insurance
benefits. Pending that event, the costs of the 2010 increases in group insurance
premiums recommended herein will be borne entirely by the affected employees
through increases in payroll deductions.

To preserve internal equity, the same treatment will be extended to non-represented
employees. All increases in the premium rates affecting non-represented employees
will be absorbed by the employees through higher payroll deductions pending any future
Board action regarding cafeteria plan contribution or subsidy amounts. '
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FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The general facts concerning 2010 premium rate and benefit adjustments for County-
sponsored plans affecting both represented and non-represented employees are stated
in this section. The details of each carriers’ County-sponsored medical, dental, group
life, and other insurance plan proposal, Mercer's evaluation, and Mercer's opinion
concerning their justification and terms of offer are given in Attachments A and B.

The Mental Health Parity Act of 2008 requires by January 1, 2010 group health plans of
50 or more employees, which provide both medical and surgical benefits and mental
health or substance use benefits, to ensure that financial requirements and treatment
limitations applicable to mental health/substance use disorder benefits are no more
restrictive than those requirements and limitations placed on medical/surgical benefits.
All County medical 2010 renewals include the cost of benefit changes to comply with
Federal mental health and substance abuse benefits parity requirements.

Medical Plan Rates Affecting Represented Employees

CIGNA Rates for 2010:

CIGNA provides two different plans to employees represented by the CCU: an HMO
and a point of service plan (POS). The 2010 negotiated contract rates for the CIGNA
plans will increase 22.2%. These rates include a credit for missed performance
guarantees. In 2007 and 2008, excessive reserves in the CIGNA Premium Stabilization
Reserve (PSR) were applied to the premium which artificially deflated the premium
rates. The premium subsidy applied to the 2009 renewal reduced the PSR to a more
appropriate level; therefore, there will be no premium offset from the PSR in 2010.
Mercer’s opinion certifying CIGNA’s 2010 rates as justified is included in Attachment A.

Kaiser Rates for 2010:

Kaiser's 2010 rates will increase by 9.3% for the CCU plan and 9.5% for the Local 721
plan. Mercer's opinion certifying Kaiser's 2010 rates as justified is included in
Attachment A.

PacifiCare Rates for 2010:

PacifiCare . provides two fully insured plans to employees represented by
Local 721: an HMO and a preferred provider organization (PPO) plan. The current
PacifiCare PPO plan is no longer available, so the PPO plan will transition to a United
HealthCare (UHC) Choices Plus PPO. (UHC is the parent company of PacifiCare).
The benefits for the UHC plan are essentially the same as the PacifiCare plan.
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The UHC PPO is currently limited to a $2 million Lifetime Maximum benefit. We are
recommending that this limit be increased from $2 million to $5 million. Local 721 and
Mercer concur with this change.

The 2009 negotiated contract premium rates for the HMO plan will increase 11.2% and
the PPO plan will increase 11.7%, an overall increase of 11.2%. Mercer's opinion
certifying PacifiCare’s 2010 rates as justified is included in Attachment A.

Union-Sponsored Plan Benefit Changes and Rates for 2010:

Premiums for County approved union-sponsored plans will also increase for 2010. The
estimated increase in premiums paid to carriers in 2010 on behalf of the union-
sponsored plans is approximately $8.5 million or 5.8% over 2009. Proposed 2010
premium increases to be paid to carriers and benefit changes for the ALADS, CAPE,
and Los Angeles County Local 1014 Fire Fighters Plans are summarized below:

Summary of Union-Sponsored Plan Changes for 2010

‘Average Increase in

. o Rates to be Paid to SN ‘ o .
Union /Carrier on Behalf of | - e yg stedBenefltC han =

Sponsor Plan Sponsor: gi N e
ALADS 7.0% ¢ Various changes to comply with the mental health
parity act.

CAPE 5.9% » Change mental health/substance abuse to comply

with Mental Health Parity and change benefits as
outlined in Exhibit V, Enclosure 2.

¢ Changes to the Out-Of-State PPO COBRA Plan

Out-Of-Network:

o Ambulance coinsurance to 90% after deductible.

o Emergency Room coinsurance to 90% after $50
copay (waived if admitted).

o Hospital Care coinsurance to 70%, carrier max
payment $420 per day.

o Chiropractic Care coinsurance to 70% - max 12
visits per calendar year, combined with in-network
visits.

Local 1014 1.0% ¢ |ncrease lifetime maximum for 6rthotics to $3,000.

e Add one smoking cessation program per year up to
$250.

* Reduce eligibility requirements for Medically
Managed Weight Loss program to BMI of 25.

» Allow prescription diet medication with pre-authorized

Medically Managed Weight Loss program.
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¢ Change out-of-network chiropractic allowable
expense to reasonable and customary expense.

+ Change acupuncture allowable expense to Blue
Cross contract rate in-network, reasonable and
customary out-of-network.

» Cover all medically necessary immunizations with
no lifetime maximum.

¢ Increase annual wellness benefit to $600.

e Utilize Anthem Blue Cross Centers of Expertise
(COE) for all approved weight loss surgery.

¢ Provide transitional nursing with 400 hour lifetime
| - benefit.

e Remove exclusion of food to home enteral tube
feeding.

¢ Allow up to $250 reimbursement for instruction on
self-care and disease management for newly
diagnosed diabetics.

e Change MHN mental health/substance abuse to
comply with Mental Health Parity and change
benefits as outlined in Exhibit V, Enclosure 3.

The subsidized rates to be paid by employees enrolled in union-sponsored plans are
summarized in Exhibit V. The complete list of carrier benefit changes, upon which the
2010 rates are based, is documented in the Union request letters attached to Exhibit V.
We have reviewed the changes for all three plans and, with one exception, we support
them. The exception relates to a request by Local 1014 to add dental benefits to their
medical plan.

Opposition to Dental Benefits Proposed by Local 1014

As shown in Enclosure 3, Page 2, Local 1014 has proposed that certain dental benefits
be added to their medical plan at no additional cost to the County. These changes
would add an adult and child orthodontia benefit of $2,000 per lifetime per individual,
and general dental coverage in excess of underlying dental plan limits up to $1,000 per
individual per year. It is important to understand that these benefits are in addition to
the benefits provided under the County-sponsored dental plans. They would effectively
augment County-sponsored dental benefits — not replace them.

We are recommending that the Local 1014 proposed dental benefits be rejected. We
are recommending that all of the other proposed Local 1014 health plan changes be
approved, but not the dental changes. We think this aspect of the Local 1014 proposal
is unnecessary and potentially harmful to the County’s other health plans. The key
concerns are as follows: '
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* No Compelling Need: The County’s current dental benefits are very competitive
against community norms with regard to amount and scope of coverage.
Nevertheless, the County has established health care spending accounts under

~each of its cafeteria benefit plans that are specifically designed to cover medical
and dental expenditures not otherwise covered by the County’s health and dental
plans. This could include, for example, orthodontia costs or any dental costs in
excess of the expenditure caps under the County-sponsored dental plans. Up to
$4,800 per annum may be allocated for these purposes. Therefore, the need for
the type of benefit proposed by Local 1014 has been largely addressed under the
County’s existing cafeteria plan structure.

» Potentially Harmful: Notwithstanding the availability of health care spending
accounts, the Local 1014 proposal would arguably create a benefit that is
unavailable to other County employees and that would effectively create an
unfair competitive advantage for the Local 1014 health plan. This would likely
promote a “benefit chasing” environment that could, over time, draw good health
risks away from the other County approved plans. That, in turn, could frustrate
long-term efforts to control costs in these plans.

It should also be noted that the Local 1014 Plan is the only County approved health plan
that applies to both active and retired employees. Therefore, any change in benefits
may impact future premiums for both active and retired employees — and any change
affecting retirees may impact the County’s liability for retiree health.insurance benefits.

Local 1014 is proposing that the premium rates set out in Exhibit V be approved
regardless of whether your Board approves the inclusion of the dental benefits in
question. We understand that, if the dental benefits are approved, any additional costs
attributable to that change will be defrayed from the Local 1014 trust. In other words,
Local 1014 would absorb the costs, and not factor them into future premium rates for
active or retired members. This, of course, would require that on-going Local 1014
funding be available in future years for this purpose, and that the costs in question be
tracked over the long-term.

While we appreciate Local 1014’s efforts to mitigate any cost impact on the County or
the retiree health care program, we remain opposed to this change for the reasons
outlined above.

Other Dental Plan Changes Affecting Represented-Emplovee_s

The recommended employee contribution rates for County-sponsored represented
employee dental plans are summarized in Exhibit I. The employee contribution rates
shown for the Delta Dental PPO plan are Delta’s proposed rates for 2010, less current
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County subsidies included in the 2006-09 fringe benefit agreements with Local 721 and
the CCU. As already noted, these subsidies will remain fixed unless and until changed
by successor agreements. Since subsidies can affect year-to-year differences, the
percentage rate differences shown in Exhibit | differ from those described in this section.
The rates for prepaid dental plans (DeltaCare and SafeGuard) are the rates negotiated
with the carriers. As indicated in Attachment A, Mercer has certified the proposed rates
summarized below as justified.

The Delta Dental PPO plan contract rates for Local 721 remain the same and are
guaranteed through December 31, 2010. The Delta Dental PPO plan contract rates for
the CCU will increase by 5.4% for 2010. The prepaid dental plan DeltaCare USA’s
rates remain the same and are guaranteed through December 31, 2010 for both Local
721 and the CCU.

SafeGuard’s contract rates are also guaranteed through December 31, 2010 for both
Local 721 and the CCU. The actual rates for 2010 will differ slightly as they include a
credit for 2008 performance guarantee penalties.

Life Insurance and Disability Programs for Represented Employees

Basic term life insurance rates for 2010 are the same as 2009 and are guaranteed
through 2010. Optional group term life insurance and dependent life insurance rates
will be reduced by 2.7% and AD&D rates for both Local 721 and the CCU will be
reduced by 4.8% in 2010 due to favorable experience.

Medical Plan Changes Affecting Non-represented Employees

Non-represented employees who participate in the MegaFlex and Flexible Benefit plans
have a choice between Kaiser and four Blue Cross health plans, which include an HMO,
POS, PPO, and a Catastrophic Plan. For 2010, the negotiated contract rates for Kaiser
will increase 13.9%, while the average increase in contract rates for the Blue Cross
HMO and Blue Cross indemnity plans (POS, PPO, and Catastrophic) will be 7.1%.

The Blue Cross POS, PPO, and Catastrophic plans are currently limited to a $2 million .
Lifetime Maximum benefit. Consistent with the aforementioned UHC change applicable
to employees represented by Local 721, we are recommending that this limit be
increased to $5 million. Mercer concurs with this change.

The 2010 negotiated contract rates for the Kaiser Mid-Atlantic plan, available to the few
CEO employees working in the Washington, DC area, is community rated and will
increase 5.4% for 2010. There are currently no employees enrolled in this plan.
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Mercer has reviewed the proposed increases and recommends that the County accept
the final 2010 renewals offered by Blue Cross and Kaiser. See attachment B for their
review and opinion.

We recommend that the Board continue the historical County practice of funding any
difference between the negotiated contract cost of these plans, and the contribution
paid by the employees. Consistent with the treatment extended to represented
employees, we are recommending no increase in County costs from the prior year. The
required premium increases will be entirely paid by employee contributions with no
additional County cost. The recommended employee contribution rates for non-
represented employees are summarized in Exhibit II.

Dental Plan Changes Affecting Non-represented Employees

The recommended employee contribution rates for County-sponsored
non-represented employee dental plans are summarized'in Exhibit Il. The Delta Dental
PPO rates have been reduced by the 2009 County subsidies previously approved by
your Board. Here, too, there will be no change in existing subsidies. As indicated in
Attachment B, Mercer has certified as justified the proposed rates and terms of offer
summarized below.

For 2010, we are recommending that the annual maximum benefit for the second and
third tiers in the Delta Dental PPO be increased to $1,500 per person. The required
premium increases will be entirely paid by employee contributions. There will be no
County cost associated with these changes. Our consultant Mercer concurs with this
change.

The Delta Dental PPO plan contract rates for non-represented employees will increase
by 10.7%. The rates for the prepaid dental plan DeltaCare USA remain the same and
are guaranteed through December 31, 2010.

SafeGuard’s contract rates are also guaranteed through December 31, 2010. The
actual rate for 2010 will be slightly lower due to a credit for 2008 performance guarantee
penalties.

Life Insurance and Disability Programs for Non-represented Employees

MetLife’s rates for supplemental Group Variable Universal Life (GVUL) insurance and
the Dependent Life remain the same as 2009 and are guaranteed through
December 31, 2010. CIGNA AD&D rates will be reduced by 4.8% in 2010 due to
favorable experience.
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There will be no changes in the cost of the Long-Term Disability (LTD) and
Short-Term Disability (STD) rates for 2010.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

None.

Respectfully submitted,

WILLIAM T FUJIOKA
Chief Executive Officer

WTF:SRH:DL
WGL:WW.df

Attachments (11)

c: Auditor-Controller
County Counsel
Executive Officer, Board of Supervisors
Acting Director of Personnel
SEIU Local 721
Coalition of County Unions
Mercer

K:\2009 Word Chron\COMP\Board Letters\2010Benefits Board Letter Part I.doc
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Page 1 of 2
COUNTY-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS
FOR REPRESENTED EMPLOYEES
CURRENT 2009 RATES AND PROPOSED 2010 RATES
Coverage Current Proposed Percentage
Plan Option Category® 2009 Rates® 2010 Rates®  Change
CIGNA Network HMO 1 $ 334.14 § 408.30 22.2%
Choices 2 $ 66396 $ 812.52 22.4%
3 $ 76475 $ 935.68 22.4%
Network POS 1 $ 599.57 $ 732.63 22.2%
2 $ 10638 $ 1,301.17 22.3%
3 $ 1,116.08 $ 1,364.98 22.3%
KAISER 1 $ 448.77 $ 490.71 9.3%
Choices 2 $ 89210 $ 975.98 9.4%
3 $ 1,035.71 $ 1,133.01 9.4%
KAISER 1 $ 42594 $ 466.86 9.6%
Options 2 $ 85488 $ 936.72 9.6%
3 $ 991.10 $ 1,086.04 9.6%
PACIFICARE HMO 1 $ 375.43 § 418.17 11.4%
Options 2 $ 76152 $ 847.83 11.3%
3 $ 88159 $ 981.57 11.3%
PPO 1 $ 1,056.27 $ 1,180.83 11.8%
2 $ 2,136.23 $ 2,387.77 11.8%
3 $ 247464 $ 2,766.09 11.8%

# 1 = Employee only
2 = Employee + 1 Dependent
3 = Employee + 2 or more Dependents
® Rates reflect current negotiated County subsidies
CIGNA, Kaiser, and PacifiCare rates include Mental Health Parity costs.
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COUNTY-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS
FOR REPRESENTED EMPLOYEES
CURRENT 2009 RATES AND PROPOSED 2010 RATES
Coverage Current Proposed Percentage
Plan Category” 2009 Rates® 2010 Rates”  Change
DELTA DENTAL® 1 $ 21.09 §$ 25.41 20.5%
Choices 2 $ 3520 $ 42.59 21.0%
3 $ 5262 §$ 63.96 21.6%
DELTA DENTAL® 1 $ 3953 § 39.53 0.0%
Options 2 $ 66.20 $ 66.20 0.0%
3 $ 99.79 $ 99.79 0.0%
DELTACARE USA° 1 $ 1451 § 14.51 0.0%
Choices & Options 2 $ 2393 $ 23.93 0.0%
3 $ 3540 $ 35.40 0.0%
SAFEGUARD® 1 $ 10.21 $ 10.18 -0.3%
Choices & Options 2 $ 19.72 $ 19.69 -0.2%
3 $ 25.72 $ 25.69 -0.1%

# 1 = Employee only
2 = Employee + 1 Dependent
3 = Employee + 2 or more Dependents
® Rates reflect current negotiated County subsidy.
Delta 2009 rates for Options are guaranteed through 12/31/2010.
¢ DeltaCare 2009 rates are guaranteed through 12/31/10.
¢ SafeGuard 2009 Rates are guaranteed through 12/31/2010.
SafeGuard 2010 rates reflect a credit adjustment for 2008 performance guarantee penalties.



COUNTY-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

FOR NON-REPRESENTED EMPLOYEES

CURRENT 2009 RATES AND PROPOSED 2010 RATES
Current 2009 Rates®

Proposed 2010 Rates®

EXHIBIT Il
Page 1 of 1

Percentage Change'

Plan Option Coverage Category®

BLUE CROSS CaliforniaCare HMO 1 $ 248.00 $ 288.00 16.1%
2 $ 485.00 $ 562.00 15.9%
3 $ 509.00 $ 590.00 15.9%
4 $ 576.00 $ 668.00 16.0%
PLUS POS 1 $ 375.00 $ 435.00 16.0%

2 $ 753.00 $ 873.00 15.9%
3 $ 77000 $ 893.00 16.0%

4 $ 859.00 $ 996.00 15.9%

Catastrophic 1 $ 192.00 $ 223.00 16.1%

2 $ 385.00 $ 447.00 16.1%
3 $ 391.00 $ 453.00 15.9%
4 $ 452.00 $ 524.00 15.9%

Prudent Buyer PPO 1 $ 478.00 $ 554.00 15.9%

2 $ 878.00 $ 1,018.00 15.9%

3 $ 912,00 $ 1,058.00 16.0%

4 $ 1,056.00 $ 1,225.00 16.0%

KAISER 1 $ 248.00 $ 288.00 16.1%
Flex/Megaflex 2 $ 485.00 $ 562.00 15.9%
3 $ 509.00 $ 590.00 15.9%

4 $ 576.00 $ 668.00 16.0%

KAISER - 1 $ 248.00 $ 288.00 16.1%
MID-ATLANTIC 2 $ 485.00 $ 562.00 15.9%
3 $ 509.00 $ 590.00 15.9%

4 $ 576.00 $ 668.00 16.0%

DELTA DENTAL® 1 $ 25.05 $ 32.12 28.2%
Flex/Megaflex 2 $ 3842 $ 51.67 34.5%
3 $ 4236 $ 55.09 30.1%

4 $ 63.36 $ 82.50 30.2%

DELTACARE USA® 1 $ 1451 $ 14.51 0.0%
Flex/Megaflex 2 $ 2507 $ 25.07 0.0%
3 $ 2489 % 24.89 0.0%

4 $ 36.13 § 36.13 0.0%

SAFEGUARD® 1 $ 1021 $ 10.18 -0.3%
Flex’Megaflex 2 $ 19.14 $ 19.11 -0.2%
3 $ 2158 $ 21.55 -0.1%

4 $ 28.18 $ 28.15 -0.1%

2 1 = Employee only
2 = Employee + Child(ren)
3 = Employee + Spouse
4 = Employee + Spouse + Chil(ren)

® Rates, where applicable, are net of County subsidy; except that the premium charged to an employee whose benefits

are subject to COBRA is the carrier quoted rate plus an administrative charge as prescribed by COBRA.

Blue Cross rates include the cost of the 360 degree health programs and the cost of the vision benefit for the HMO, POS, and PPO.

¢ Delta Dental rates for 2010 reflect County subsidies.

Delta 2010 rates are guaranteed for one year and include plan design changes.

9 DeltaCare 2009 rates are guaranteed through 12/31/2010.
¢ SafeGuard Rates are guaranteed through 12/31/2010.

SafeGuard rates for 2010 reflect a credit adjustment for 2008 performance guarantee penalties.

"The percentage change in medical and Delta Dental premiums are higher than indicated in the letter since the County subsidy has not

been adjusted from 2009 to 2010.
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS
CURRENT 2009 RATES AND PROPOSED 2010 RATES

Monthly Cost per
$1,000 of Insurance

2009° 2010°

COUNTY-PAID BASIC GROUP TERM-LIFE INSURANCE $0.275 $0.275

OPTIONAL GROUP TERM LIFE INSURANCE
FOR REPRESENTED EMPLOYEES

Employee: The monthly premium per $1,000 of insurance is based on the employee's age as
shown in the following table:

Less than 30 $0.042 $0.041

30-34 $0.072 $0.070

35-39 $0.081 $0.079

40-44 $0.090 $0.088

45-49 $0.135 $0.131

50-54 $0.207 $0.201

55-59 $0.387 $0.377

60-64 $0.594 $0.578

65-69 $0.848 $0.825

70 and over $1.630 $1.586

Dependent Term Life Insurance: 2009° 2010°
Cost per month per $5,000 of coverage, no matter $0.982 $0.955

how many eligible dependents employee may have.
Coverage is offered in increments of $5,000 up to $20,000.
Dependent care coverage premium is charged to the employee.

¢ Rates are guaranteed through 12/31/2010. Optional Life and Dependent Life rates are reduced for 2010.
® The County subsidizes 15% of the monthly premium.
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Page 2 of 4

LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS
CURRENT 2009 RATES AND PROPOSED 2010 RATES

OPTIONAL ACCIDENTAL DEATH & DISMEMBERMENT INSURANCE - Cost per Month

Current 2009 Rates* Proposed 2010 Rates*

Employee & Employee &
Employee Employee Only  Dependents Employee Only  Dependents
Coverage Plan G PlanH Plan G Plan H
$ 10,000 $0.21 $0.41 $0.20 $0.39
$ 25,000 $0.52 $1.02 $0.50 $0.98
$ 50,000 $1.05 $2.05 $1.00 $1.95
$100,000 $2.10 $4.10 $2.00 $3.90
$150,000 $3.15 $6.15 $3.00 $5.85
$200,000 $4.20 $8.20 $4.00 $7.80
$250,000 $5.25 $10.25 $5.00 $9.75
$300,000 $6.30 $12.30 $6.00 $11.70
$350,000 $7.35 $14.35 $7.00 $13.65

These figures apply regardless of employee's age. If Plan H is selected, all eligible dependents will be
insured automatically.
The maximum insurance coverage amount for represented participants is $250,000.

* Rates are guaranteed through 12/31/2010. AD&D rates are reduced for 2010.
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS
CURRENT 2009 RATES AND PROPOSED 2010 RATES

OPTIONAL GROUP VARIABLE UNIVERSAL LIFE INSURANCE
FOR FLEX/MEGAFLEX PARTICIPANTS

Employee: The monthly premium per $1,000 of insurance is based on the employee's age as
shown in the following table:

Age 2010 Rate” Age 2010 Rate* Age 2010 Rate™
20-24 $0.045 57 $0.338 77 $2.476
25-29 $0.056 58 $0.381 78+ $2.794
30-34 $0.065 59 $0.425 79+ $3.148
35-39 $0.067 60 $0.478 80** $4.064
40 $0.078 61 $0.538 81** $4.690
41-42 $0.079 62 $0.594 g $5.116
43 $0.088 63 $0.639 83** $5.579
44 $0.100 64 $0.708 84** $6.078
45 $0.111 65 $0.736 85** $6.631
46 $0.121 66 $0.826 86** $7.211
47 $0.132 67 $0.879 87** $7.846
48 $0.154 68 $0.979 88** $8.526
49 $0.164 69 $1.088 89** $9.225
50 $0.175 70 $1.197 90** $9.941
51 $0.197 71 $1.323 91** $10.694
52 $0.207 72 $1.469 92** $11.465
53 $0.228 73 $1.613 93** $12.263
54 $0.251 74 $1.786 94> $13.071
55 $0.284 75 $1.968
56 $0.305 76* $2.186

* Rates are guaranteed through 12/31/2010.
Employee cost for Megaflex employees is half of actual premium. The County pays the other 50%.

** For employees age 76-94 who remain in County service, County will subsidize the difference between the employee's
cost of coverage using the premiums for the employee's actual age and cost of coverage using age 75 rate.
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS
CURRENT 2009 RATES AND PROPOSED 2010 RATES
Dependent Term Life Insurance for Flex and Megaflex Participants
Cost per month per $5,000 of dependent life coverage, 2010 Rate*

up to $20,000. 1.24*

SURVIVOR INCOME BENEFIT - For Megaflex participants enrolled in Retirement Plan E

Current 2009 Rates* Proposed 2010 Rates*
Employee Age Employee Cost** Employee Cost** Employee Cost** Employee Cost**
(25% Option) (50% Option) (25% Option) (50% Option)
Under 30 0.140% 0.270% 0.140% 0.270%
301034 0.173% 0.356% 0.173% 0.356%
3510 39 0.227% 0.464% 0.227% 0.464%
40to 44 0.324% 0.637% 0.324% 0.637%
4510 49 0.432% 0.864% 0.432% 0.864%
50 to 54 0.572% 1.145% 0.572% 1.145%
55 to 59 0.821% 1.653% 0.821% 1.653%
60 to 64 1.123% 2.246% 1.123% 2.246%
65 to 69 1.545% 3.089% 1.545% 3.089%
70 and over 2.743% 5.487% 2.743% 5.487%

* Rates are guaranteed through 12/31/2010.
** Employee Cost for Megaflex is half of the actual premium. The County pays the other 50%.
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Page 1 of 2
SHORT-TERM DISABILITY, LONG-TERM DISABILITY
AND LONG-TERM DISABILITY HEALTH INSURANCE
CURRENT 2009 RATES AND PROPOSED 2010 RATES
MEGAFLEX SHORT-TERM DISABILITY PLAN
Employee Cost as a Percentage of Monthly Salary:
Current 2009 Proposed 2010
Rates Rates
Income Waiting Income Waiting
Replacement Period Cost Replacement Period Cost
70% 14 Days 0.000% 70% 14 Days 0.000%
100%* 7 Days 0.934% 100%* 7 Days 0.934%
* Reduced to 80% after 21 days
MEGAFLEX LONG-TERM DISABILITY PLAN
Employee Cost as a Percentage of Monthly Salary:
Current 2009 Rates Proposed 2010 Rates
income Plan E + * All Other Plan E +* All Other
Replacement Retirement Plan Plans Retirement Plan Plans
40% 0.000% 0.040% 0.000% 0.040%
60% 0.117% 0.157% 0.117% 0.157%

* Plan E plus 5 more years of continuous service
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SHORT-TERM DISABILITY, LONG-TERM DISABILITY
AND LONG-TERM DISABILITY HEALTH INSURANCE
CURRENT 2009 RATES AND PROPOSED 2010 RATES

LONG-TERM DISABILITY HEALTH INSURANCE - Cost per month

For Flex/MegaFlex Employees

Current 2009 Rate

75 % Premium 100 % Premium
Payment Payment

$0.00 $3.00
For Represented Employees

Current 2009 Rate

75 % Premium 100 % Premium
Payment Payment

$0.00 $3.00

Proposed 2010 Rate

75 % Premium 100 % Premium
Payment Payment

$0.00 $3.00

Proposed 2010 Rate

75 % Premium 100 % Premium
Payment Payment

$0.00 $3.00
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UNION-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS
CURRENT 2009 RATES AND PROPOSED 2010 RATES
Coverage Current Proposed Percentage

Plan Option Category 2009 Rates” 2010 Rates” Change®
ALADS Prudent Buyer Plan 1 $ 601.37 $ 646.33 7.5%
Blue Cross Under Age 50 2 $ 1,17463 § 1,263.98 7.6%
3 $ 1,34868 $ 1,451.71 7.6%
Prudent Buyer Plan 1 $ 601.37 $ 646.33 7.5%
Age 50 and Over 2 $ 1,17463 $ 1,263.98 7.6%
3 $ 1,348.68 $ 1,451.71 7.6%
CaliforniaCare 1 $ 392.77 $ 418.41 6.5%
Basic Plan 2 $ 76243 $ 813.69 6.7%
(All Ages) 3 $ 94779 $ 1,011.94 6.8%
Prudent Buyer Plan 1 $ 689.89 $ 741.71 7.5%
Premier Plan 2 $ 1,263.15 § 1,359.36 7.6%
Under Age 50 3 $ 1,437.20 $ 1,547.09 7.6%
Prudent Buyer Plan 1 $ 689.89 $ 741.71 7.5%
Premier Plan 2 $ 1,263.15 § 1,359.36 7.6%
Age 50 and Over 3 $ 1,437.20 $ 1,547.09 7.6%
CaliforniaCare 1 $ 481.29 $ 513.79 6.8%
Premier Plan 2 $ 850.95 $ 909.07 6.8%
(All Ages) 3 $ 1,036.31 § 1,107.32 6.9%
CAPE Classic 1 $ 564.90 $ 607.00 7.5%
Blue Shield 2 $ 1,095.59 $ 1,176.56 7.4%
3 $ 1,41262 $ 1,401.56 -0.8%
Lite 1 $ 33572 $ 363.00 8.1%
2 $ 698.55 $ 749.56 7.3%
3 $ 90524 $ 944.56 4.3%
PPO 1 $ 560.85 $ 604.00 7.7%
(Out-of-state only) 2 $ 1,087.49 $ 1,169.56 7.5%
3 $ 1,402.09 $ 1,391.56 -0.8%
FIREFIGHTERS LOCAL 1014° 1 $ 496.00 $ 501.00 1.0%
2 $ 942.56 $ 951.56 1.0%
3 $ 1,118.56 §$ 1,129.56 1.0%

1 = Employee only
2 = Employee + 1 Dependent
3 = Employee + 2 or more Dependents

® Rates reflect current negotiated County subsidies
¢ Rates for the Firefighters 1014 Medical plan are pending at this time.
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ENCLOSURES TO EXHIBIT V

1. ALADS Request
2. CAPE Request

3. Los Angeles County Fire Fighters Local 1014 Request



ENCLOSURE 1

DS Insurance Trust

%

2500 Topengs Carvon Bred, Thateeoth,
Tl (818 GF 80045 « (B0 BAC-BE35 » Fax (18] 6784

s
L]

July 23, 2009
VIA U S, MAIL AND E-MAR.: mkeshn@hr.lacounty gov

fis. Lisa M. Gamrett, Acting Director of Personnel
Caunty of Los angeles

Hall of Administration, Room 5¢9

500 West Temple Sfrast

Los Angelss, Calfornia 80012

Atertion: s, Maryanne T. Keehn
Senior Humen Resources Manager
Employes Benefits — Defered Inocome Division
Dreprsgrperat of Humsan Resources
County of Los Angsles
A33% Wikshire Boulevand, Tenth Floor
Loz Angeles, California 30010

HE: ALADSAHNTHEM BLUE CROSS 20910 HEAL THCARE PLAN PREBIUMS
Dgar Mo, Kook
Following are the monthly premium rates for the ALADS Antherr Blue Cross

Frudent Buyer and CalforniaCare medical and dental plans for the 2010 plzn
YeEr

Plan Employse Employes +1 Employes + 2
Prudant Buysr Basic $648 .33 51,259 42 1,457 15
Prudent Buyer Pramier  $741.71 51.354.80 $1.552.53
CaliforniaCare Basic B418.41 &3 1813 $1,017.38
CalfforniaCars Framier 5513 79 $o14.54 21, 11276

Further, the ALADS plans do provide *Creditable Coverage” as defined in the Act.

Sincerely,
£ STE

" W‘“"*N“—I x/ ‘\1 &

S e - /,fyj’ M,f}gf,l{ J—
Bud Treecs-
ALADES Trust Adrminisirator

VT T O DE P et F [0 ASGARE TR Snnails a0t Ure Besdnssanal Feace wias savcinon

1Gompute genucited and laser privbed in-hossss



EMCLOSURE 2

Sebiaria Asseciian of
Eofamicrol Erepiases
Benadi! frast

Fuly 31, 2000

Mareanne Keabi

Senior Human Respurces Mamsger

Errploves Benefiis-Deferred [ncome Division
Cranty of Los Angeles

Dewarimient of Human Resoarces

3333 Wilshire Boubevard

Lis Angetes, A BIHHG

B 2010 REMEWAL ~ CAPE/BLUE SHIELD MEDMCAL PLANS

Dear s, Keehw

This letter is to advise youo of the CAPE Benefit Trsg: Board of Twstees™ gpproval of the renewal of Bl
Shivld's contracts for the year 2010 for the CAPE/Blue Shield Point of Servite Classic and Lite medicd

plas, snd the sut-ofestne FPO COBRA medical plin.  Anached please Ond the benefit structures and
rates oo all three plans.

i wrder o comply with the Federal Menial Health Pasity HE 1429 regulations, the mental kealth benefis
itz three plans have been edjusted for plan year 2001 “The revised benefits on the atteelied sumnmrmes
reflect these mundated changes as follows:

»  Meptal Health Oytpations:
HMC 100%% after 310 copayment
PG D00 alter 325 copmymet Yor consubation only (ot subjest & deduetibly}
Cut-of-Network:  60% after dedaetible

Adenta Health Inpatent
FPO RO%, glter dodustibie

CLASSIC PLAK,
e Mental Health Outpatient:
HIC: 100% atter ST0 copayiies:
PPCE  1B0% after 520 copavenest Tor consulation ondy [not subject todeductible)
Cut-of-Metwork: 1% afler dedustible

PPy 208 alter deductible




PEQ OUT-OF-STATE COBRA FLAN:

s Mental Health Outpaent:
PPC: 100% after 320 copaymert {not subject to deductible)
Ou-Of-Metwork: W% after deductible

#  Mental Health Bpatent:
PEC: S0% afier deduetibie
Q-0 Nerwork: 70% after deductible, carrier max payment 5420 per day

I pehilition to the mandated mental Beallk changes, the following out-of-network benefits have been
entaneed ia the Out-o-State PPQ COBRA Plan:

s A kange:
Oat-QRNetwurk: 909 alter deductiblo

& Dmetpeacy Rooon:
Ou-Of-Metwork: 0% after 350 copayment fwaived if admitied)

"

#  Hospets Care:
Qui-Of-Metworks  70% after deductible, carmer max pavment 3420 per day

" %l]_}_\‘i;‘?l‘:rf.’. o _ - | |
Ch-Of-Metwork: 7% after dedactible, carrivr max payoent $420 per day

# Chirapractic
Duae-Of-Network:  T3% - maxiconm 12 vizsits ser calendar year combined with in-sework visits

s Home Health Care:
Out-Of-Network: 784 sfter deduesible {comnined D0 visits per calendar year)

We would apprecisse your ‘orwarding the 2000 CAPE/Blue Shield medical plans™ infommation 1w the
Board of Supervisors for thed tmely approval.

Sinecrely,

CALIFORMIA ASSOUTATION QF
PROFESSIOMAL EMPLOYEES BENEFIT TRUST

Iohn W, Fallon
Churonan
CAPE Benelit Trest Bosrd o Trustees

Attsclunents
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ENCLOSURE 3

L.os ANcELES County Fire FigaTERS
LOCAY. 1034 HEALTH AND WELFART. PLAN

5480 FLETCHER AVENUE - EL MONTE, CALIEQBNIA 99781
ATty B 1614 (BOG] S60-10114 [t Culitrnls)

August 24, 2009
Ms, Maryanne Keehn VIA FACSIMIEE 213-837-0832
Senior Human Resources Marager Hard Copy US Mail
Employes Benefity’ Defersed Income Division

Couaty of Los Angeles
Departragnt of Homan Restourees
3333 Wilshire Boulevard

108 Angeles, California $0015

RE:  Plag Year 2010 Emploves Insurance Information
Laos Angeles Connty Fire Fighters Loval 1014 Health and Welfars Plan

Dicar 3ds: Keely:

In response (o your leiter of Jame 14, 2009, [ am providing emplayves bensfir snd
premivim chages that the Board of Tragtees approved at thelr meeting of Juby 27, 2009
for Plan Year 2010. The Trustzes wish 1o have these changes included in your letter to
the Board of Supervisors,

In developing these changss, the Plan’z Board of Trastees worked with o consulting
firmm, Mercer, to review experlence, project future costs and appropriswely price the
financial imspacts of the proposed changes.

The following are the barnedit epharcements foe 2010:

= [ncrease lifetime mnexireum for in-shoe orthotics from £3,000 to $3,000

#  Cover one smoking cessation program per yesr up to 3230

= Reduce eligibility requiternent for Medically Managed Weight Loss program
from BMI of 30t0 BMI of 25 :

= Allow peescription diet medications i conpection with pre-authorized Medically

. Managed Weight Loss progeam.

= Change out-of-network chitopractiv allowable expanse from $100 1o the
reasoiighle and customuery expense.

s Chanpe acupunciure allowable expense from 530 to Blue Cross contrset rate in-
netwark, reasomable end sustomary sxpetise owt-ofinetwork

Foprerenting Professional Firgfighrers in 3¢ Clriea anud vha County of Loy drgeler
Affikiated with . . . Ioternasinnm drepaiation-of Fire Fighters, AFLCRY ¢ Cailifsenia Professionnl Firafighters, AFL-CIQ
Salifprric botor Fodaration, AFL-CIO » 4.4, County Srderiitton of Latan AFLCIC A



e Remove 53,000 Bfetine maximum for immunizations smd cover all medicsliy
Aecossary immunizations for persons of sy ags (except sepanue well-baky care
Berafit) nnder the Wellness Benefit.

Increase annnal Welloess Benefit frotn 5530 to 8600
Resiviat vovered welght loss svpery to those approved under the Anthem Blue
Cross Centers of Expertise (COE) program

»  Provide 4 wansidon nursing henefit with 400 how lifetime Jimit, Allowsble
expense of Blus Croes comtract ate in-network, $100 per hovr ont-of-netwark

» Remove exciusion of food for smters] tube feeding st home

v Allow relmburserment for insituction on seif-care and dsease managsment for
fiewly diugnoscd diabeties up to $250 }

¢  Change MHN mental health/substance uso benefit to comply with Mental Hexlth
Pazity, Remove rumber-of-visit limits for oulpatient reutmnent both in network

nebwork; change hospital reltsbrrsament 1o 0% fn-network and remove $200
dedustible, change put-ofrastwork fom $0% w0 T0%.

In addition, the Trustess veted to offer the foliowdng benefits at no sdditional cost to Los
Angeles County:

s Provide edult and child orthodontia benefit of $2,000 per lifetime per individual
»  Provide dental coverage in sxcess of underlying dental plan limits up to $1,000
par individusl por vear,

The Bowd of Trustees approved a 1% premiun increase for active employees beginning
January I, 2016, Qur monshly rates 5 2014, rovnded to the nearsst dollar are as
follows:

Member Only 30100
Meptber = 1 Dependent & 957.00
Family £1,135.00

Necdless to say. should you have any questions, please contact we by E-msil or call me
& {800) 660-1014

-

Alfrdd . Caim, CEBS
Administrative Manager

L Davs Gillote



MERCER Attachment &

MANSH MERECER FROLL Marcl Burms
Prinpal

777 Souin Figuerca Sireel, Suthe 1960
Lo6 Angeles, TA DOE1T

3 346 2274 Faw 233 348 2650
marel bamE M EsCer. com:
WINATSSTOEN0TM

August 19, 2009

Ms. WMarvanne Keehn

Chief of Employee Benefits

County of Los Angeles

3333 Wilshire Boulevard, Suite 1000
Log Angeles, CA 9D01G-4101

SBubject:
Summary of 2010 Ranowal Results and Recommendations - Represented
Plans

Dear Maryanne:

The following letter summearizes the 2040 renewal proposals for medical, dental, fife and
ADED plans offered to the mepresented employees of the County of Los Angeles {County?,
inctuding our analysis, cheervations and recommendations. The renewal request and
negotiation process iz cutlined in the atteched Addendum.

Medical Plans

Cverview

For all represented medicat plans, the final projected premium increase for 2000 is 11.1%, or
about $61.5 million over expected premiums for 20058, The intial propozad renewal increase
for the represented medical plans was 12.2%. MNegotiated reductions to the medical
renewals {exclusive of benefit design changes} equate to $6.5 million.

After evaluation of the renewal proposals, Mercer recommernds that the County accept the
final 2010 renewal increases offered by CIGNA, Kaiser and PacifiCare az ocutlined in the
tabie below. We believe the renewals are justified for all pianz. A summary of key issues,
praposal terms and negolistion results are oulfined by carrier in the following pages.

LCIGHA Kalser Cholces ¥Kalsar Options. FaciiCare
Finat 2010 +22 2% +5.3%% +8. 5% +11.2%
Fenewal Aclicn
Deamdiicg. Dt abyy. Foaitoant.

Zgetisn pigided b st & s LG

¥



Page2

August 18, 2008

Ms. blaryanne Keehn
County of Los Angeles

CIGNA

CIGMA inifiall proposed a 26.5% increass o the combined HMO and FOS rates for 2010;
about a $12.3 millicn increase from 2009 premiums. These rates include $52,909 in 2008
performance guarsniee penalty credite and do not include any claim fiuctuation margin. For
2008, CiGMA's rate development precess indicated the need for a rate increase of 6.7%.
Howeuer, due to the accumuiation of a farge surplus in & premium stabilization account
{PSR), CIGNA anificially reduced the premium 3.7% instead. Therefore, the large
percentage increase is leveraged significantly by the “snap back”™ effect of basing the year-
over-year change on an artificially reduced premiuem.

On a stand-alone bas